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PE 59.347/fin. By  letter of  2  August  1979  the  President of the Council  of the 
European  Communities  requested  the  European  Parliament,  pursuant to 
Articles  43  and  113  of the  EEC  Treaty,  to deliver an  opinion  on  the 
proposals  from  the  Commission of the  European Communities  to the  Council 
for  regulations  concerning the application of the  generalized tariff 
preferences  for  1980. 
on  4  September  1979  the  President of the  European  Parliament 
referred  these proposals to  the  Committee  on Development  and 
Cooperation as  the. committee  responsible  and  to the  Committee  on 
External Economic Relations,  the  Committee  on Agriculture  and  the 
Committee  on  Economic  and  Monetary Affairs  for their opinions. 
On  25  September  1979  the  Committee  on  Development  and 
Cooperation appointed  Mr  Pearce  rapporteur. 
The  committee  considered  the,  draft  report at its meeting  of  31 
october  1979  and  adopted  the  motion  for  a  resolution  unanimously. 
Present:  Mr  Poniatowski,  chairman;  Mr  Pearce,  rapporteur; 
Mrs  cassanmagnago cerretti  (deputizing  for  Mr  Bersani),  Mr  Cohen, 
Mr  Enright,  Mr  Flanagan  (deputizing  for  Mr  Messmer),  Mrs  Focke, 
Mr  Geurtsen  (deputizing  for  Mr  Sable),  Mr  Glinne,  Mr  Narducci, 
Mrs Rabbethge,  Mr  Sherlock  (deputizing  for  Mr  Marshall),  Mr  Si·mmonds, 
Mr  wawrzik,  Mr  Woltjer  (deputizing  for  Mr  KUhn). 
The  opinions  of  the  Committee  on Economic  and Monetary Affairs, 
the Committee  on Agriculture  and  the Cemmittee  on External Economic 
Relations  are  attached. 
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The Committee  on Development  and  Cooperation hereby  submits  to the' 
European  Parliament the following motion  for  a  resolution together with 
explanatory statement: 
MOTION  FOR  A  RESOLUTION 
embodying the opinion of the  European  Parliament  on  the proposals  from  the 
Commission of the European Communities  to the Council  for  regulations  con-
cerning the application of the generalized tariff preferences  of the Euro-
pean  Community  for  1980 
The  European  Parliament, 
- having regard to the  proposals  from  the commission  of the European 
Communities  to the Council  regarding regulations concerning the applica-
tion of the generalized tariff preferences of the European Community  for 
1980
1
' 
- having b,,en  consulted by the Council pursuant to Articles  43  and  113  of 
the EEC  'l':reaty  (Doc.l-264/79}, 
- having regard to its resolutions  of  6  October  19702,  9  June 197t  , 
4  5  6  7 
13  De~ember 1973  ,  12  July  1974  ,  17  October  1974  ,  16  October  1975  , 
14  October  1976
8
,  11  October  19779
,  and  15  December  1978
1 ~ 
- having  :c egard  to the report  of the Committee  on  Development  and 
Cooperation  and  the opinions  of the Committee  on  Economic  and  Monetary 
Affairs,  the  committee  on  Agriculture and  the Committee  on  External 
Economic  Relations  (Doc.  l-469/79), 
1.  Welcomes  the  fact  that the Commission has  submitted  the preference 
proposals  for  1980  so  that  there should  in principle be 
no  delays  in the application of the system  for  1980~ 
2.  Notes with  some regret the circumstances which have made it possible 
for  the Community  to make  only  a  modest  increase in its preference 
offer,  which  applies  chiefly to industrial products,  primarily in 
OJ 
20J 
3 
OJ 
4 OJ 
50J 
the  form  of  improvements  and  adjustments  of  a  technical nature; 
points out,  however,  that  as  from  1  January  1977  the Community  had 
already incorporated in the scheme of preferences  its offer regarding 
tariff concessions  for  tropical products  that was  submitted within 
the  framework  of the multilateral trade negotiations; 
No.  c  234,  17.9.1979 
No.C  129,  26.10.1970,  p.l3 
6 
OJ  No.C  140,  13.11.1974,  p.42 
No.C  66,  l.  ·~  .1.971,  p.l5  7 OJ  No.C  257,  10.11.1975,  p.30 
No.C  2,  9.  1.1974,  p.55  BOJ No.C  259,  4.11.1976,  p. 27 
No.C  93,  7.  8.1974,  p. 91  Q 
-OJ No.C  266,  7.11.1977,  p.l6 
lO,OJ No.C  6,  8.  1.1979,  p.BB 
- 5  - PE  59.347 /fin. 3.  Recognizes that the continuing difficult economic  sit~ation 
dictates restraint in a  number  of areas particularly as  the 
preference offers of the other industrialized countries are of 
a  much more limited nature: 
4.  Considers  the proposed technical improvements  in respect of a 
number  of processed  agricultural products  important,  as  they are 
of major  significance for the economies  of  a  number  of developing 
countries; 
5.  Welcomes  the procedure  - so far  systematically applied  only in the 
textile sector - for  varying preferences according to the  level of 
development  and  competitiveness  of  the  recipient countries;  points 
out,  however that this positive feature has  been  obtained  only at 
the  expense of  making  the system  much  more  complex  and  therefore 
asks  the commission  whether the same  effect could  not  be  achieved 
with  a  simpler  system; 
6.  Notes  with  satisfaction that the additional preferences have  only 
been  maintained  and  increased  for the poorest  developing  countries; 
7.  Considers  the admission of China  to the community  system  of 
preferences  to be important  in political terms,  but points  out 
that the poorest countries  must  not be penalized  in consequence; 
8.  Is  co~cerned at the  low  level  of  use  of  the  system of preferences 
and  therefore calls for  appropriate action,  in particular 
simpl~fication of the existing scheme  and  its presentation; 
9.  Notes  that some  co~ntries that have already attained a  certain 
level of  development are profiting greatly  from  the generalized 
preference system and  therefore calls for  further action to enable 
other countries to  derive more benefit  from this system than  they 
have  in the past; 
10.  Requests  the Commission,  using all means  at its disposal,  including 
a  request  for  information  from  the International Labour Organization, 
to produce  a  survey  of  those countries benefiting  from  preferences 
in order to ascertain that the principal ILO  standards  are being 
complied  with; 
11.  Urges  the  Commission  to take all further measures  needed  to improve 
the application of  rules  of origin and,  if possible,  to make  them 
more  easily comprehensible; 
- 6  - PE  59.347/fin. 12.  Recommends  that the basic  features  of the various  systems  of 
preferences  in  operation  throughout  the world  should be  harmonized 
so as  to present  a  clearer picture to the developing countries  and 
requests  the Commission  to take the initiative in this  regard: 
13.  Is aware  of the differences  of interests that  may  arise between 
the granting  of generalized preferences by the Community,  and  the 
convention  of  Lome  and  consequently  urges  the  Commission,  when 
drawing  up  the system  from  1981  onwards,  to ensure that the ACP 
countries  are  fully consulted; 
14.  Requests  the  Council  and  commission  to work  closely with the 
European  Parliament's  rapporteur  from  the ouset; 
15.  Requests  the Commission  to submit  to it as  soon  as  possible a 
comprehensive  report  setting out: 
all the  experience gained  since application of the  GSP  in 
1971,  and 
- general guidelines  (international division of  labour,  specific 
proposals  for the  restructuring  of certain industries  in the 
EEC  which  might  become  necessary,  list of beneficiary countries, 
measures  to  improve  the  rate  of  utilization)for the  next  period 
of application  of the preference system. 
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B 
EXPLANATORY  STATEMENT 
1.  The  proposals  from  the  Commission  of the European  Communities 
contain the  legislation necessary for  application of the generalized 
system of preferences  for  1980  in respect of processed agricultural 
products  and  industrial semi-manufactures  and  finished  products  from  the 
developing  countries.  The  present draft regulations  come  within the scope 
of the offer made  by the  Community  in 1969 at the world trade conference 
for  generalized preferences. 
These  regulations  contain detailed rules  for  the application of the 
generalized preferences  for  a  series of piOcessed agricultural products 
listed in Chapters  1  to  24  of the  Common  Customs  Tariff  (CCT)  and  for 
all industrial semi-manufactures  and  finished products  listed in 
Chapters  25  to  99  of the  CCT.  For  the  iron and steel products  falling 
within the  scope  of the  ECSC  Treaty,  separate draft decisions  opening 
generalized preferences  are  proposed  - without  any  encroachment  on the 
special administrative features  peculiar to  ECSC  p~~ducts - that 
correspond to the detailed rules  laid down  for  other industrial products. 
2.  It is gratifying that  the  Commission has  presented the  proposals 
for  1980  as  early as  July 1979  so  that the  coming  year  should be  free of 
the difficulties that arose with the  system  for  1979.  It will be recalled 
that last year's  Commission  proposals  were  not published until 
20  September  1978  and it was  only with difficulty that the  Council was 
able  to  adopt  the  Community  generalized scheme  of preferences  on time. 
It is  true  that it was  published in the Official Journal dated  30  December 
1978  (OJ  No.  L  375)  but this was  not distributed until the  second week 
of February  1979,  giving rise to  a  number of difficulties.  The  Member 
States  sought,  in the  light of the  known  negotiating results,  to ensure 
a  smooth transition to  the  1979  system of preferences,  if only on a 
provisional basis,  although this  was  possible only because  the basic 
features of the  system had  scarcely changed  since  1971.  On  legal grounds, 
however,  the  Commission was  not  prepared  to apply  the cut-off rules when 
maximum quot.as  were  reached  for  individual countries.  This  gave  rise not 
only to distortions of trade  for  importers  and  exporters but,  above  all, 
had  the  serious  consequence  that,  during  its first weeks  of application, 
the  1979 system of preferences  favoured  the  most competitive countries at the 
expense of those  in greatest need. 
- 8  - PE  59. 347/fin. 3.  The  fact that,as  from  1  January  1979,  the European unit of 
account  (EUA),  created  from  a  weighted basket  of the  currencies of the 
Member  States,  had  to be  used  for  the calculation and  fixing  of maximum 
quotas  also had,  if not  a  harmful,  then at least an  impeding  or  delaying 
effect.  This  entailed particular problems  for  sensitive products.  These 
arose  from  the  fact  that the  changes  that had  taken place  in recent years 
in the relation between the  currencies  of the  Member  States were  at  a 
stroke  implemented  for  the unit of account  applicable in the tariff 
sector.  As  the preferential import  quotas  for  sensitive products  are 
apportioned between the  Member  States  in terms  of units of accoun·t 
(in the  case of non-sensit·ive products  where the preference  ceiling is 
not  divided between the Member  States,  the  conversion  from u.a.  to EUA 
is  less noticeable)  the  simple  substitution of EUA  for  u.a.  in the 
countries with weak  currencies  co.uld have  given rise to major diffi-
culties  for the  industries  concerned.  In the end,  a  compromise  was 
found whereby  the division of burdens between the countries with  strong 
and  weak  cu.crencies  was  to be  evened  out at an  annual  rate of 5%. 
B.  SUMMARY  OF  THE  COMMISSION'S  1980  GSP  PROPOSALS 
1.  The Generalized  System of Preferences proposed by the  Commission 
to the  Council  for  1980 broadly speaking resembles  that  for  1979.  It 
takes  account of the experience  of recent years  and  accordingly contains 
a  number  of improvements  and  adjustments,  although  no  radical  changes. 
This is not  particularly surprising as  the  1980  proposals  mark  the end 
of the first period of application,  which was  fixed at ten years  (the 
Community  G>P  entered into  force  on  1  July 1971).  Fundamental  changes 
will not be  made  until  1981  when  the basic principles  and guidelines 
for  the  second period of application will need to be defined. 
2.  For  1980,  the  last year of the  first ten-year cycle,  the  total value 
of the  tariff preferences  set out in the  Commission proposals  is  9,500 
million EUA,  of which  approx.  1,350 million EUA  relate to  agricultural 
products  and  8,150 million  EUA  to  industrial products. 
C.  ECONOM;LC  BACKGROUND  'rO  THE  OFP.ER 
1.  As  in previous  years,  the  GSP  offer  for  1980  takes  account of 
the  economic  situation.  The  employment situation in the  Community  continues· 
to give  cause  for  concern and  a  number  of critical industries  are  more 
seriously threatened  than before by the  continuing rise  in oil prices. 
In its communication on  the  GSP  for  1980  the  Commission rightly lays 
stress on  the  economic  difficulties  faced by the  Community  at present, 
which  have  not  lessened  in the  past year.  We  have  all to  face  the  fact 
that  the  world  is  faced  with  a  new constellation of economic  factors  that 
may  have  far-reaching political implications.  In  these  circumstances, 
- 9  - PE  59.347 /fin. the  Community  may  feel  some  satisfaction that its offer compares  very 
favourably  with those of Japan  and  the  United  States,  particularly as 
regards  sensitive  items. 
·--···------------
2.  After the  conclusion of the multilateral trade negotiations  in 
May  1979 the  Commission  proposals  took account  of the  changes  that had been 
made,  in particular the granting of new tariff concessions which  would 
benefit the  developing  countries.  In this connection it should be 
remembered that the  Community had already on  1  January  1977  translated 
into practice its offer  concerning tariff concessions  for tropical 
products  made  within the  framework  of the multilateral trade negotiations 
by  incorporating it in the scheme  of preferences;  with  a  further  extension 
of its offer in 1979 the  Community has  anticipated the  conclusion of the 
negotiations.  It should be  emphasized that  comparable initiatives  in  th~s 
field by the  other donor countries  have  not so  far.materialized. 
3.  ~er•J is no  question but that the  developing countries'  access  to the 
markets of tne industrialized countries  must be steadily improved  and 
made  easier.  The  Community  is  fully aware  of this and has  referred to 
this need  in  several declarations.  For  example,  the  conference of heads 
of state and  governments  of the  Member  States  and  of the acceding states, 
which  was  held in Paris  on  19  - 21  October  1972,  called on the  Community 
institutions  and  the·Member  States to  implement  progressively a  world-
wide  policy on  development  aid,  aimed  in particular at improving 
generalized preferences with  the objective of bringing about  a  steady 
increase in imports  of processed products  from the developing countries. 
Also,  at the meeting  of the European  Council  in Bremen  (6-7  July  1978) 
and the western economic  summit  in Bonn  (16-17  Jul~·  1978)  it was 
decided to increase the market  opportuni'ti'E!S of the  developing countries. 
Finally,  on  27  June  1978 the Council of the European  Communities  decided 
to make  a  significant  improvement  in the  Community's  preference offer 
to the  developing  countries. 
4.  These  positive statements  should be  seen against the  not  inconsid-
erable economic difficulties being experienced by  some  industries in the 
Community.  It is therefore essential to find  a  modus  vivendi that takes 
account both of the  legitimate interests of the  developing countries  and 
of those  of  crisis-stricken industries.  Despite the difficult economic 
situation the Community has  since  1974  - the first year  in which the 
GSP  was  applied by the enlarged Community  - steadily increased,  if 
sometimes only modestly,  the  value  of its preference offer,  as  is clear 
from  the  following  figures. 
- 10  - PE  59. 34  7 /fin. Value  of offer  {in millions  of units  of account) 
1974  3,250 millions  UA 
1975  3,680 
1976  5,500 
1977  5,720 
1978  6,800 
1979  7,500 
D.  1\GRICU ,TURAL  PRODUC'TS 
l.  The  Community has  already in  1977  granted  a  significant increase 
in respect of processed agricultural products  (Chapters  1  - 24 of the  CCT) 
in connection with  the  concessions  for tropical products  at the  GATT 
negotiations.  The  offer was  extended  for  1979  and  in  1980  various 
adjustments  are  due to be  made  in order to  improve  utilization of the 
system.  These  proposed  changes  and  adjustments generally speaking reflect 
special wishes  expressed by the recipient countries.  The  adjustments 
relate to t-.he  following  products: 
-with an  unchanged  quota  volume  of 60,000  tonnes,  a  technical modification 
is proposed to the tariff arrangements  for Virginia  type tobacco  in order 
to offset at least  in part the  reduction  in the extent of the prefer-
ential treatment  on  some  Community markets  applic~le to beneficiary 
countries  from the Indian  subcontinent  (India  and  Pakistan)  that has 
arisen as  a  result of the  introduction of the  new  European unit of 
account  (EUA). 
To  facilita~e better utilization of the  offer,  the  Commission has 
proposed that the  reserve  share be  increased to  5%  of the  quota  and that 
the  date  from  which  the  Member  States pay back  into the  reser-ve  a 
given unused  fraction  of their initial quota  share be brought  forward 
to  1  October; 
- as  a  large  part of the quota  for  pineapples was  not  used in  1978 
provision is to be made  for  increasing the  Community  reserve  for 
pine~pples although without  any  change  in the quota  volume  of 
45,000  tonnes  fixed  in  1977; 
- a  reduction in the rate of duty  from  10%  to 6%  is proposed  for 
dried·bananas  falling within sub-heading 08.01  ex  B.  This offer 
- 11  - PE  59.347/fin. takes  a~count of a  wish  expressed by  Mexico  and  is of considerable 
economic interest as it concerns  an  important  product of the South 
American  developing countries: 
- finally,  the GSP  offer for  palm oil is to be adapted in order to 
take  into account the new tariff classification for  fractioned 
palm oil proposed by the Commission to the  Council  on  26  September  1978. 
This  measure  would be of particular benefit for the ASEAN  countries. 
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1.  As  regards  industrial products with  the  exception of  textiles the 
commission  has  proposed  increases  in the  import  volume  of the quotas. 
However,  in view of the  economic  situation in the  community  lower  rates 
of  increase  or  maintenance  of  the  1979  ceiling have been  recommended  in  a 
number  of  sectors.  It is worth mentioning  that,  so  as  not to  jeopardize 
the  legitimate interests of the  ACP  countries,  the  increase in the  ceiling 
for  plywood has been limited to  5%  (instead of 13.5% in  full  implementation 
of the  calculation formula). 
For  industrial products  1980  is taken  as  the reference  year  for  the 
basic amount  and  1977  for  the  additional  amount.  For  semi-sensitive 
products  the  increase in the ceiling  amounts  to approx.  25% with  one 
exception:  for  refined petroleum products  the  import  volume  is frozen  at 
the  1979  level.  The  import ceilings  for  industrial products have  on 
average been  increased by  16%,  for  sensitive products by  5%  and  for 
intermediate products by  11%.  For  sensitive industrial products  and 
ECSC  p:rucmcts  a  second  alignment will be  made  to the European  unit of 
account  oL  the basis of its value  on  1  October  1979  in  accordance with 
the  Council  decision of  29  December  1978. 
It should  in this  context be  remembered  that the  Community  applies 
tariff quat<:  arrangements  to 16  sensitive products,  3  of which are  sensitive 
ECSC  products.  The  nunii:Jer  of  intermediate products  subject to  a  quota 
ceiling is 25.  The  figure  for  semi-sensitive products  is 83. 
2.  For  jute  and  coir products  the  Commission will  not be  submitting 
new proposals  un~il 1980 when  the  ag·reements  with the main  suppliers 
India  and  Bangladesh, come  up  for  renewal.  Within  the  framework  of the 
GSP  scheme  for  1979  the tariff duties  are  suspended  in respect of the 
main  supplier  countries that 11ave  concluded  voluntary restraint agreements 
with  the  community  regarding the export of certain  jute products  or  have 
indicated their willingness  to conclude  agreements  of this nature.  As 
the  agreements with India  and  Bangladesh expire  on  31  December  1979  they 
will need to be  re-negotiated by  then.  After  the successful  conclusion of 
these  new  negotiations it is proposed  to maintain  for  1980  the duty-free 
arrangements  for  the beneficiary countries  concerned. 
- 13 - PE  59. 347/fin. 1.  For  the  textile sector  the  Commission  says  that it is  re-submitting 
for  1980  the  proposal  which it presented in  1978  for  1979  and  which  is 
still under  discussion in the  Council.  No  new  arguments  regarding textile 
policy are  put  forward  in the  Commission  document.  The  following  comments 
are  therefore based  upon  Doc.  CO!:i[(78)  4 70  and  certain subsequent  Press 
comments.  The  fact that  'chis  report  has  to be based on  incomplete 
information  is  considered to be  most regrettable  and  the  Council  is  urged 
in  future  to  fulfill it  .  .s  legal  and  political obligations  to  consult the 
Parliamen·t  to  the  fu~ L 
As  will be  recalled,  the  Commission  proposed  in its  1979  general 
proposal  for  the  text:i.le  sectoJ:- a  completely  new  system.  This  has  the 
following  main  features  : 
- product re-classificat.l.on according  to  the  categories  contained  in  the 
agreements  negotiated  under  the  renewed  Multifibre  Arrangement, 
- the  granting of  preferences  for  a  fixed  percentage of the  textile 
exports  of each  developing  country to  the  Community. 
The  introduction of a  new  scheme  of preferences  for textile products 
has become  neceso;ar:y  in  o.;:-der  ·to  bring the  GSP  into  line with the  volume  of 
monitoring  arrangements  int.roduced at the beginning of 1978 when,  under 
the  renewed  multif:i.bJ:e  &;.-rangement bilateral agreements  were  negotiated 
with supplier  counl:.rie>3  t.o  meet.  the  undertakings  entered  into by  the 
Community.  The  revision  o;=  the  GSP  for  textile products  represents  a 
doubling  of pre fer:ent:ial  textiles  imports  from  the beneficiary countries. 
As  the  fixing of  imj:'ort  quotas  affords  adequate  protection against market 
distorticns  the  Communi t.y  has  now been able  to offer greater generosity 
in the  matter of tariff ccncessions. 
2.  With  the  aid of t.he  nev1  revised  scheme  of preferences  the  intention is 
not only to  increase  duty-free  imports  from._the  developing  countries but also 
to ensure all ben:o,f:i.cia:cy  cotFltries  - in particular  the least competitive  -
a  fair  share  of  prefe;~ent:izl  imports  so that  they  can  achieve  a  real  increase 
in export proceeds  equival.2nt to the reduction  in tariff rates. 
The  idea of granting  each developing  country what  is tantamount  to 
a  guaranteed preference has  the  advantage  that the  volume  can be  adjusted 
according  to the  i.nd1  v idu;.:::i.  country' s  level  of development  and one-sided 
exploitation by  competi·t:i.v2  countries  capable  of  supplying  the goods  required 
can  be  prevented,  'I'he  pr incipl.e  of differentiating the benefits according 
to the  level  of  de.v2lOj)ffi~)nt  c:nd  competitiveness  of the recipient countries 
has  so  far  bzen  ;:;yst,cm<::tically  o.pplied  only  in the textile sector.  For 
example,  countri2rJ  r-mcl1  ,;.s  Honq  Kong  and  Rumania  are  granted preferences  for 
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rate increases  progressively for  the other  suppliers,  for  example,  reaching 
100%  for  Haiti  and  Bangladesh.  However,  it should not be  overlooked that 
this advantage  has been gained at the expense of  introducing  a  great deal 
of  complexi~y into the  system,as  an  amount  has  to be  fixed  for  each beneficiary 
country in respect of each preferential position.  Th'  ·  ·  1 
~s 1s  equ~va ent to approx. 1,500 
quota  ceiliPg~ which  must  then  in turn be  apportioned between  the  Member  States. 
3.  In  this regard one  or  two  remarks  should be  made  about  the  new 
ACP  - EEC  Convention.  Many  of  the  ACP  States are  also able  to produce 
textiles very  cheaply.  Moreover,  as  is well  known,  various  companies 
in  the  European  textile  industry are  investing heavily in  the  textile 
sector in ACP  countries  on  account of their  low wage  levels. 
The  section on  trade  in  the  'draft  new  ACP  - EEC  Convention 
makes  provision  for  a  system of consultation which is designed  to 
enable  the  contracting parties  to negotiate sectoral agreements. 
Under  this clause  talks  may  thus  be  held with  the  aim of  applying 
quantitative  limitations  on  the  imports  of  textiles  from  the  ACP 
to  the  EEC.  However  understandable  and  justified the  concern  expressed 
by both sides of  the  Community's  textile  industry  may  be,  it must  also be 
clearly re-:ognized  that  it is totally illogical to  encourage 
expansion o2  textile production in the  ACP  countries  and  then to 
impose  quota restrictions  on  imports  in  to  the  Community.  Moreover 
a  measure  of  this  sort would be  in breach of the  Community's  liberalist 
declarations  concerning  trade between  the  Community  and  the  ACP1  It 
would  therefore  be  advisable  for  the  Commission  to use  every endeavour 
within  the  framework  of the  proposed consultative  machinery  to ensure 
that the  investment so urgently needed is channelled into production 
sectors in  the  ACP  countries where  export prospects  are  favourable. 
1  Cf  in  t"nis  connection Written Question  No.  58/79  by  Mr  COT  to the 
Commission  of the  European  Communities,  OJ  No.  C  185,  23.7.1979, 
p.  9  et seq. 
- 15  - PE  59.34  7 /fin. 4.  When  the bilateral agreements  were  signed with  the  developing 
countries benefitting  from  preferences  under  the  Multi-Fibre 
Arrangement  the  Community  promised  to  improve  the  generalized 
preferences  not only in quantitative but also in qualitative  terms. 
It is essential that the  Community  should keep this promise,  since 
the  restriction of textile exports  to  a  specific quota constitutes 
a  sacrifice  for  many  countries which can  only be  compensated by 
improvements  in  the  preference  system. 
The  textile  industry is of great importance  not only to  the 
economy  of the  Community  and  many  developing countries but also  for 
the  development  and stability of international  trade  relations. 
Since millions  of  jobs  depend  on  its  functioning  smoothly,  thought 
should be  given  as  soon  as  possible  to  the  question  of how  a  new  and 
effective world .textile system can  be  established in which all 
concerned,  both  the  industrialized and  the  developing countries,  can 
find  a;1d  maintain  a  place. 
G.  LIST OF  BENEFICIARY  COUNTRIES 
1.  Parliament has  for  years  been  calling for  the list of recipient 
countries  to be  reviewed,  largely to ensure  that the  poorest develop-
ing countries benefit  from  the  generalized preferences.  Now  that the 
Community has  begun  to grant additional preferential advantages  to the 
poorest developing countries  (in  1977,  1978  and  1979),  Parliament 
welcomes  the  plan contained in  the  Commission  proposals  not just to 
maintain  these  advantages but to extend  them  further  in 1980.  The 
countries  concerned will thus  obtain duty-free access  for all processed 
agricultural goods  subject to a  preference  and are exempted  from  quantitative 
restrictions  (e.g.  tariff  quotas  and ceilings)  in  the  case  of industrial 
goods. 
2.  There  were  initially wide  differences  of opinion within  the  Community 
on  the  preferential  treatment of the  poorest countries  as  identified by 
the  United Nations.  It was  only at the  insistence of some  Member  States 
and after repeated demands  by  the  European  Parliament  that it was  eventually 
possible  to concede  substantial advantages  to  this group of countries. 
From  tre  development policy standpoint,  the  preferential  treatment of 
.  '  1  d  d  .  .  'least developed  countr~es  can  only be  regar  e  as  a  cons~stent extens~on 
of  the  Community's  preference  policy,  since  improvement  of the  system 
should primarily benefit the  poorest countries,  and  not  those  countries 
which have already attained a  certain stage of development. 
, 
~  The  list of the  least-developed developing countries  may  be  found  in  the 
Conununication  from the  Commission  to  the  Council  on  me  system of 
generalized preferences  for  1980,  Doc.  COM  (79)  348  final,  p.l4. 
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should be  able  to make  greater use  of  the  available  trading advantages 
than in  the  past.  Past experience with preferential imports  shows 
that new  ideas  must be  developed  on  a  fairer  method  of distributing 
preferential advantages,  although only  three  or  four  countries,  i.e. 
no  more  than at the  outset are actually exploiting the  preference 
system. 
------------------
3.  The  main innovation in the  chapter on the  recipient countries  is 
the  proposal  to  include  China  in the  system of generalized preferences. 
China  is  not  a  member  of the  "Group of  77"  to  which  the  GSP  has  been 
granted within the  framework  of UNCTAD.  Therefore,  whether  to  accord 
preferences  to  China  must  depend  upon careful analysis of such  economic 
data  ar1  is  available.  A  number of exceptions  are  proposed,  however;  in 
the event of the  inclusion of China  in  the  GSP:  first,  sensitive  goods 
are  to remain  excluded,  and  second,  after conclusion  of  the  EEC-China 
textile agreement the  same  rules  on  textile products  as  for  Rumania 
and  Hong  Kong  are  to apply. 
From  the  political point of view  the  granting of preferences  to 
China would certainly be  a  shrewd tactical move,  particularly in view 
of China's  role  in the world constellation of powers,,  Since  the 
Community  has  conceded all the  preferential advantac,,es  to India without 
any major difficulties arising,  this should not create  insuperable 
problems  in  the  case  of China,  Nevertheless,  it i~  most  imPortant that 
conside=ation  should be  given  to  the  question of whether by granting 
preferences  to  China  the  Community  would  not be  restricting its room 
for  manoeuvre  for  providing additional  preferences  for  the  poorest 
developing  countries,  particularly as  preferences  are  intended  to be 
concentrated on  such countries.  After all,  China's  economic  development 
prospects  should be  considered  much  more  favourable  than those  of many 
other countries. 
4.  Or  the  other hand  the  Commission  is not  proposing  to include  Bulgaria 
as  a  beneficiary country although it applied for inclusion in 1977.  The 
Commission's  decision is correct,  since Bulgaria,  like  Rumania  which  comes 
within  the  GSP,  is not  a  developing country in  the  true  sense  of the  word. 
5.  The  Community's  negotiations  for  a  special preferential agreement 
with Yugoslavia,  modelled  on  the  agreements with  the  Mediteranean countries, 
have  not yet been  completed.  Until  the  agreement comes  into force 
Yugoslavia  remains  a  recipient country under  the  Generalized preference 
system.  When  it does,  the  preferential offer  for  1980 will have  to be 
adjusted;  this applies  in particular to sensitive products.  Bilateral 
measures  would have  to be  taken  to  prevent acumulative  effect of advantages 
granted to Yugoslavia benefiting  the  other developing countries. 
- 17- PE  59.347/fin. 6.  In the  past,  Parliament  has  frequently criticized the  list of 
countries benefitting  from  preferences,  calling  for  this list to be 
amended.  The  list has  now  come  to  include  even those  countries which 
have  already attained  a  relatively high  level of industrialization and 
- - - 1 
whose  products  ought  to be  fully  competitive  on  the world market  •  The 
result is that the generalized  system of preferences  is  distorted, 
because  the  most  developed countries  take  a  disproportionately large 
share  of preference trade in relation to the poorest  developing  countries. 
The  main  recipient  countries  in  1977,  for  instance,  were2:  Yugoslavia, 
Malaysia,  Hong  Kong,  India,  South  Korea,  Brazil,  Rumania,  the Philippines, 
Venezuela,  Singapore,  Indonesia,  Thailand,  Argentina,  Pakistan,  Mexico, 
Colombia  and  Peru.  These  17  countries  used about  85% of the generalized 
preferences  for  imports to the  EEC.  The  Commission is therefore urged 
to  make  further efforts to  reserve certain advantages  primarily 
for  the  poorest countries.  In this connection the  fact  that 
the cut-off levels  (butoirs)  have  a  more  important  function,  insofar as 
they  improve  the distribution of preferences to the developing countries, 
should not  pass  without  comment.  This  is also necessary in view of the 
fact  that  new,  strong exporting countries  have  entered the world  market 
in certain product  sectors.  If the  'cut-off'  arrangement  did  not exist, 
the  use  of preferences by  certain countries at the  expense  of less 
competitive  countries would be  even greater than it is today. 
From this  point  of view the Unit-ed  States preference  system 
~pears more  consistent,  excluding as it does  the rich  OPEC  countries 
for  instance  from preferential treatment.  Bearing in mind that the GSP 
was  established within the  framework  of UNCTAD  to increase the  ~olume 
of trade of the  developing countries,  it is surprising to find Bahrein, 
Iran,  Qatar,  Kuwait,  Libya,  Oman,  Saudi-Arabia,  South  Korea,  and 
Venezuela  - to  name  only  a  few  - listed among  the  countries benefitting 
from  preferences.  Any  correction of the list of recipient countries 
is  undoubtedly  a  politically difficult undertaking,  but it should be 
tackled on  the basis  of objective  economic  criteria.  It would be 
best  for  the  Community  to settle this problem in close  cooperation 
with  the  UNCTAD  Secretariat. 
1see  Annex  c,  List of developing countries  and  territories enjoying 
generalized tariff preferences,  Doc.  COM(79)  348  fin,  p.l2 
2cf.  Table  in Annex  I. 
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l.  The  Community  should  continue  to  lay stress  publicly on its demand  that 
fundamental  human  rights  should be  respected  in all countries  and should 
report  to  Parliament if in its view such is clearly not  the  case  in any 
particular country benefitting  from  preferences. 
2.  The  Commission  should deal  in depth with  the problem of how 
far  the  standards of the  International Labour Office  (ILO)  on employee 
protection are being observed in the  developing countries.  After all, it 
is  no  secret that many  employees'  earnings  do  not  even reach subsistence 
levels,  and  in many  places  children are  involved  in the  production process. 
This  not only creates social problems but  also  leads  to dumping practices 
which  are harmful to the honest  endeavours  of the other  developing 
countries.  It would therefore be  desirable  for  the  Commission  to provide 
Parliament with  a  list of those  countries benefitting  from  preferences 
which  do  not  observe the minimum  standards  relating to employee  protection. 
The  problem is somewhat  explosive politically as  the developing  countries 
might,  albeit wrongly,  take this as  a  non-tariff-barrier to trade.  Serious 
consideration should nevertheless be given to the  question whether these 
countries ought  to be  included in the  new list of recipient states.  If 
the development  policy is to be pursued at all seriously,  this  problem 
cannot be  allowed to pass  without  criticism. 
1.  Industries  which  foster  genuine  development  in the  national  market 
of a  developing country,  or the  regional market of a  group of developing 
countries,  ought  to be  promoted  to  a  greater extent than in the  past. 
On  the other hand,  enterprises  which only invest in developing  countries 
to  take  advantage  of favourable  local conditions,  such  as  cheap labour,  so 
as  to export  cheap  goods  to  the  industrialized countries,  should  receive 
relatively less  support.  Undertakings  of this kind  are  no  more  than 
import  and  export agencies,  and  have  virtually  no  impact on local economic 
developme·1t.  Their  goods  are only included  in a  production process  until 
the  processed  products qualify  for  the  relevant generalized preference 
system.  It would  be  logical and  economically  f~r if these products were 
not  imported  into  the  Community at preference tariffs but were  subject 
to  the  Community's  normal  external tariff. 
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have been used has been rather unsatisfactory,  as  Parliament has 
repeatedly pointed out1  From  1974 to  1977,  for  instance,  the 
developing countries  only used 65,  50,  67,  and  63.1 per  cent  of the 
system's  facilities.  The  figures  for  1978  are not yet available.  Hence 
it is imp?rtant that ways  should be  sought  of  improving  use  of the  GSP, 
particularly in the  case  of non-sensitive products. 
To  achieve  a  higher  degree  of use of the generalized preferences, 
the  Commission has  stepped up its information activities,  holding 
seminars to  improve  understanding of the  generalized preference system 
and,  since  1970,  publishing  a  practical guide to its use.  These 
·-+~-------- --
measures  are  undoubtedly helpful;  they will not,  however,  be  enough 
on  their  ~rn substantially to increase the  use of the GSP.  It seems 
to Parliament much  more  important to use  every endeavour to make  the 
administration and  implementation of the preference  system simpler  and 
easier to follow.  For the basic principles of the  preference  system 
h:tVf'l  hl""n  ,·nmp U  ~·~t.-.•1  iHJ  m111~h  t:lV~l'  thiil  y.,~  r01  by th"  C'Bntlt1Uilll  @(ld tt  i rlll 
of  new mechanisms  that the  system in  force  today  can  only be  deci_phered 
and  comprehended by experts. 
3.  If the  GSP  system is  to  function to best advantage,  the  features  and 
presentation of the  various  regulations  should be  standardized.  The 
existence of  the  different regulations  not only make  their application 
more  difficult but  a  cause of the  under-use. 
4.  To  maximise  the benefits of GSP  scheme  on the  world  scale,  greater 
standardization of the  preference  systems  of the  various  donor  countries 
is desirable  if the  individual  exporter in developing  countries  is to 
cope  at all with the  mass  of complicated bureaucratic rules  he  has  to 
observe.  In  any  case  the  GSP  can only attain full  efficiency when  properly 
linked with other spheres of economic  and  social policy.  This  applies  both 
to  the  Community  and  the world at large. 
5.  The  continually recurrent conflict of interests between the 
generalized  preferences  granted to  the  "Group of  77"  and  the  special 
rights  accorded  to  the  ACP  countries  trading with the  Community  needs  to 
be  resolved;  this problem is regularly raised by representatives of the 
ACP  countries. 
6.  The  problem is that the  ACP  countries  maintain that their  'special 
preferences'  under  the  Lorn~  Convention have  been  'eroded'  by  the granting 
of generalized preferences  to the  other developing countries.  Here it must 
be  said that  the  granting of generalized preferences  in no  way  implies 
the  equal  treatment of the other developing  countries, but simply  the 
elimination_Qf .differentials in respect of certain products.  _Th~  ACP  1  - --- ---- -- . -----
cf.  in this  connection written Question  No.  151/79 by Mr  Noe  to 
the Commission  of the  European  Communities,  OJ  No.  C  185,  23.7.79, 
p.  21  et seq. 
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Community  market  for  up  to  99.5% of their products.  In addition the  text 
of the  ACP-EEC  Convention  must be  taken  as  a  whole,  as  it contains virtually 
every kind of development  policy instrument;  in other words,  if there  really 
has  been  'erosion'  to  the  detriment of the  ACP  countries  in one  sphere, 
compensatory benefits  have  arisen in other areas. 
Furthermore,  the  ACP  countries have  found  new markets  in other 
industrialized countries also using preference  systems.  A  special UNCTAD 
report has  :ceaci£--.ed  t.hLcc  conclusion that the  use  of the  Community's  GSP  has 
not been to the detrireent  of the  ACP  countries,  since the  advantages  and 
disadvantages  h<.v'"  rouqhly balanced out
1
•  Ho-v!  far this report  is based 
on  objecb.ve  crite;:-ia  must,  it is true,  remain  a  matter of doubt._ 
Parliam<"rn:  hils  aL:eady  requested  the  Corrunission,  in the  report 
? 
drafted by lv..iss  Flesch- in 1977,  to  give  details on whether,  and if so 
to  what  extent,  l:he  g(~neralized preferences  have  had  a  negative  effect 
on  the  ACP  count:c ies,  The  relevant parliamentary committee  has  so  far 
received  no  .s~Pci.:':ic:  !.nfoJ~mation on this point and  therefore  requests  the 
Commissio,;  co  x:cspond  forthHith. 
7.  'l'here  is  no  e;:uestion that the  Community  must  fulfil the 
obliga'cions  it has  assumed  in the ACP-EEC  Convention  and respect  the 
legitimate ;:ights  oi:  Ute  ACP  countries.  On  the other hand the  Community 
also has  a  morc:l  respon.sibility not  to  deny its suppor-t  to the other 
developing  countri.€:s  j_n  i:he  world where  there is also great poverty,  such 
as  in Asia  or·  S::.u-;:·;;  Americ2..  Development  aid to the  ACP  and  the other 
developing  count;:ieE;  i.:s  i.mpo:,~tant  and  complementary,  particularly as  the 
community  is  con~d;<;nt ly being urged by  UNC'rAD  to  provide more 
development  a icL 
8.  'l'he  main  j_s;,;1;c  a::.  stakE)  is  the  consultative machinery.  It is  not  enough 
for  the  cornmiss ·i.on,  having  drawn  up  its preference  proposals,  simply  to  forward 
them to the  i\CP  com1L:cies  for their  information;  instead,  serious  con-
sultations  should be held with those  countries.  This  does  not  mean 
that the  commiss·ion  should decide  jointly with the  ACP  countries  on 
the  annual  fixing  of  'che  GSP,  but merely that there  should be  con-
f  th  d  In these  consultations there  sultation in t:hG  >:·eal  sense  o  ·  e  wor  • 
could be  discussion of,  for  example,  how  far  special difficulties might 
arise  fOl"  ce:d~ain  p;~oduct.s or  countries  as  a  result of further  extension 
of the  prefe:ce:oce  sys·tem, 
-----·--··~-----·-·---
luNCTAD  report.  to  the  Special Committee  for  the  Review of Generalized 
Preferences,  mee'c:i.ng  in  Geneva  from  27  June  to  l  July  1977 
2Report on  the  proposals  from  the.  Co~ission to  the  Council  concernin<:? 
regulations  :celaU.ng  t.o  the  appll.catlon  for  the  year  1978 of generallzed 
tariff preference,;  o~- the  European  Communlty  (Doc.  302/77). 
""21-9.  The  Commission proposals  aim  largely to maintain the rules  of 
origin applying in 1979.  Some  adjustments  to take  account of a  few 
changes  are however  desirable,  as the rules of origin are  extremely 
important if the Generalized system of preferences is to work  properly. 
Compared with the Japanese preference system,  the Community  system of 
rules of origin also has the  advantage of incorporating cumulative 
origin.  The  beneficial effect of this rrovision is to promote regional 
integration between recipient countries,  because the rules of cumulative 
origin allow all countries benefitting from the GSP  to  form  a  single 
zone,  i.e.  a  product with preferential tariffs consisting of cumulative 
components  may originate in various  countries  in  'common  markets'. 
Given the  importance of the  rules of origin for the  optimum application 
of generalized preferences,  the Commission  should use  every possible 
means  to  improve  and  simplify the system,  because  over-complicated 
technical rules  of origin do  not promote trade but  impede it. 
K.  CONCLUSIONS 
1.  The_Community mat  take  some  satisfaction from  a 
comparison of its preference system with  those  used in other countries. 
Neither the United States nor Japan grant  preference advantages  for all 
industrial  semi-finished and  finished products;  sensitive products  such 
as textiles or  footwear  are not  included in their systems.  Although 
economic  development  in the  Community  in recent  years,  as  in the rest 
of the world,  has  been  far  from  satis~actory,  th~ Community has  non~~~eless 
endeavoured  from year  to year to improve  its preference  system in terms 
of both quality and quantity.  The  annual  review of the  system also 
provides  a  great  degree  of flexibility,  enabling the  Community to react 
to changes  in economic  conditions.  The  measures  in  favour of the  poorest 
countries  are substantial,  contain genuine market  opportunities  and 
reflect the  demands  of the developing countries. 
2.  The  Community's  preference policy is of great  importance in that 
it effectively complements the Lome  policy.  As  a  flexible  instrument 
of trade policy-it fits smoothly  into the overall  framework of the 
Community's  development policy and  can thus be constantly adjusted to 
the  chang~ng requirements  of the developing countries.  The generalized 
system of preferences  can help to facilitate trade but is not  in a 
position to solve all the problems  in this sector.  At  all events it 
is  one  of the  few achievements  obtained under  the North-South  dialogue. 
A  particular advantage  of the  system is that it includes the developing 
countries  in Asia  and Latin America,  thus  making  a  substantial contribution 
to the balance between North  and  South. 
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year·of application of the  first ten-year  cycle.  Guidelines  for the next 
decade  should therefore be  laid  down  as  soon  as  possible to  improve  the 
efficiency of the GSP  in important  respects.  Since the  framing  of the 
preference system of the eighties is of great  importance,  Parliament 
requests  the  Commission  ·to  submit to it at the earl'iest possible  date  a  full 
report  on general  experience with the  system since  1971.  This  study 
should  show to what  extent the  aims  of the GSP,  namely  those  to  increase 
export  earnings,  promote industrialization and  stimulate economic  growth 
in the  developing  countries,  have  so  far  been realized. 
4.  The Commission's  report should also set out  the basic principles  on 
which the preference system for the next  decade is proposed to be based  and 
should consult the European Parliament  at  an  early stage in  drawing  up  its 
proposals.  This will involve not  only technical  improvements,  but in par-
ticular definition of the position of European  industry in the world market. 
Every  aspect  of external  economic relations with all continents must be  sub-
jected to careful analysis.  This  study must  not  only consider the inter-
national  division of labour  for  the coming  decade,  but must  also contain 
specific proposals  for  restructuring certain branches  of the Community's 
industry,  so that the right measures  are taken at the right time to prevent 
social hardship.  In relation to this,  the Commission  should  seek  to open  up 
a  dialogue between  trade unionists  and  businessmen both  from  the Community 
and  from  the beneficiary countries  on the interlinked problems  of investment 
and  employment  that  arise  from  the movement  of productive capacity  from 
developed  to developing countries.  Regrettably there has been  no  sign  of 
any  overall policy so  far,  illuminating political  and  social problems  in 
their entirety.  Hence Parliament's  demandthat  the Commission plot the course 
for  the future  as  soon  as  possible. 
5.  It i>  still to be hoped  that on this occasion it will at last be 
possible  fundamentally to  amend  the list of beneficiary countries.  The 
"threshold countries" which  have attained  a  certain degree  of industrialization 
and  have become  competitive  on  the world market  should be deleted  from  the 
preference list or  least phased  out  on  a  product basis,  i.e.  they  should be 
subject to normal  conditions  of competition within the framework  of most-
favoured-nation  treatment  in the case of specific products. 
tions  should be at the heart of the Commission's  analysis. 
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PE  59. 347/fin. OPINION  OF  THE  COMM[TTEE  ON  ECONOMIC  AND  MONETARY  AFFAIRS 
Draftsman:  Mr  S.  MOREAU 
At its meeting  of  12  October  197~  the  Committee  on Economic  and 
Monetary Affairs appointed  Mr  Moreau  draftsman. 
At its meeting of  31  October  1979 ,  the  committee  considered  the 
draft opinion  and  adopted it  unanimously. 
Present:  Mr  Delors,  chairman;  Mr  de  Ferranti,  Mr  Macario  and  Mr  Deleau, 
vice-chairmen;  Mr  Moreau,  draftsman,  Mr  Balfour,  Mr  Beumer,  Mr  von  Bismarck, 
Mr  Bonaccini,  Mr  Caborn,  Mr  DeClercq  {deputizing  for  Mr  Visentini), 
Miss  Forster,  Mr  I.  Friedrich,  Mr  Giavazzi,  Mr  De  Goede,  Mr  Herman 
(deputizing  for  Mr  Tindemans),  Mr  Hopper,  Mr  Leonardi,  Sir  David  Nicolson, 
Mr  Piquet,  Sir Brandon  Rhys  Williams,  Prinz Casimir  zu Sayn-Wittgenstein-
Ber1eburg,  Mr  Schinzel,  Mr  Schwarzenberg,  Mr  Vondeling  and  Mr  von  Wogan. 
2 i'- 25  - PE  59.347/fin. 1.  It has  not been  possible  to consider  these  proposals  in detail in 
the  limited  time  available  to  the  Committee  on  Economic  and  Monetary 
Affairs  for delivering its opinion. 
2.  The  generalized tariff preferences  scheme  entered into force  on  1  July 
1971  for  an initial period  of  ten years.  A  second  ten-year period  of 
application is due  to open  inl981.  The  Committee  on Economic  and  Monetary 
Affairs  stresses  that the  proposals  concerning  this  new  period  of appli-
cation mu:t be  presented  in  time  for it to be  able  to consider  them  in 
depth.  In  view of  the  expected  industrial  growth  in  the  countries bene-
fitting from  the  scheme  in  the  next decade,  the  concessions  sought by 
these  countries will  be  more  concerned with  industrial goods.  Hence  a 
detailed  examination  of  these  proposals  by the  Committee  on Economic 
and  Monetary Affairs will be  necessary. 
3.  The  proposal  for  the  1980  scheme  of generalized  preferences  is  the 
last concerning  the first ten-year  period of application,  and  contains  no 
substantial changes  in relation to the  previous  years. 
In its explanatory memorandum,  the  Commission  even states  that the 
present structure  of  the  GSP  scheme  should be  maintained  and  that any 
changes  in  the  1980  scheme  should be  confined  to a  few  technical adjust-
ments.  The  economic  situation is characterized  by the critical or 
precarious  position of  a  large  number  of major  industrial sectors,  which 
are virtually identical with the  sectors  in which  the  developing countries 
are  particularly interested  in exporting  their  products  to the  common 
market.  These  sectors  include  not  only the textile,  clothing and  footwear 
industries but also shipbuilding and  steel production. 
4.  This  being  so,  the  Community's  offer to the  developing  countries 
should be  examined  thoroughly in the  light of  the  economic  situation. 
Without disputing  the  value  or  necessity of  the  scheme  of  generalized 
preferences, it is essential that the difficulties in certain industrial 
sectors  should  be  prevented  from  considerable further deterioration.  If, 
however,  the  GSP  offer is limited as  a  result of the difficulties in 
certain sectors,  a  Community  policy restricting imports  from  the developing 
countries  in this  way can  only be  accepted if it is accompanied by the 
restructuring measures  that are urgently needed  in  the  sectors  concerned, 
as  in Community  industry in general. 
5.  The  Commission  proposes  an  increase  of about  15%  over  1979  in the 
GSP  offer  for  1980  for  industrial manufactures  other  than  textiles.  This 
increase  is,  according to the  Commission,  lower  than  that resulting from 
the  theoretical calculation and  takes  into account adjustment  of  the 
European  unit  of  account.  Apart  from  these  very general  statements  on 
- 26  - PE  59.347/fin. industrial manufactures  other  than textiles,  the  Commission  gives  no 
further  details.  r.ast  year  the  offer  was  more  restrictive  in several 
sectors,  in  view  of  th8  crisis conditions affecting  them,  particularly 
in  the  steel and  footwear  industries.  This  year  these is  no  specific 
mention  of  these  sectors.  Again  the  information  provided by the  commission 
on  the  textile  sector  is  practically non-existent,  being confined  to the 
comment  t11at  the  Comrnission  is re-presenting for  1990  the  proposal already 
presented  for  1979. 
6.  The  Crnfu~ission is  so  vague  in its description of  the  offer that the 
Committee  on  Economic  and  Monetary Affairs cannot possibly express  a 
well-founded  opinion  on  the  matter,  especially as  the  time-limit it has 
received  for  doing  so is extremely short.  In  the  circumstances  the 
committee  prefers  not to express  a  view  on these  specific  proposals.  But 
it does  hope  that every precaution will  be  taken  to ensure  that the right 
balance  is reached between  the  desire  to assist the  process  of industria-
lization in  the Third World  and  the  need  for  the successful readaption, 
in  the  social as well  as  the  economic  sphere,  of  industrial structures in 
the  Community countries.  It hopes  that,  for sensitive sectors the commission 
will be able to forecast  production  in the  community  countries and  in  the 
beneficiary countries. 
7.  The  Commission  proposes  to add  China  to the list of beneficiary 
countries.  In this regard  the  comment  made  in opinions  in previous years 
should be  repeated,  to the effect that the list of countries  should be 
revised  ~n particular to  include  the  poorer  countries. It may  be  wondered 
whether  the  addition  of China  to the list is a  revision in  the  desired 
directioP-.  Here  it must  once  again be  stressed that greater efforts should 
be  made  to achieve  a  more  balanced  share  of  advantages between  the  present 
beneficiary countries,  so as  to benefit  the  poorer  countries  to a 
greater extent. 
8.  With  the  prospect  of  a  review  of  the  scheme  next  year,  some  general 
comments  made  in  past  years  are worth repeating.  First,  there  should be 
every  possible  endeavour  to ensure  that  the  generalized system of prefer-
ences is used  to a  greater extent;  in  1980,  the rate  of  take-up will 
remain  limited to about  60%.  To  improve  this rate, administrative  pro-
cedures  must  be  simplified as  much as possible.  To  this end,  the  practical 
guide  on  the  use  of the  GSP  should be  published as  a  matter  of  great 
urgency.  Next,  a  better assessment  of the  economic,  social and  financial 
impact  of the  measures  taken is needed.  A  document  giving an  overall 
view of  the economic  impact  on  the beneficiary countries  and  the  Community 
countries would  be  a  step in the  right direction.  Without better information  on 
- 27  - PE  59.347/fin. this subject  the  proposals  cannot be  judged  properly and  the  future de-
velopment  of the  system is likely to be  poorly planned.  The  true  aim  of 
the  generalized system of  preferences  must be  to enable developing 
countries to achieve  more  controlled economic  development.  Finally,  the 
beneficiary countries  should be  encouraged  to diversify their production, 
as  this  would  be  to their advantage  as well  as  to that of  the European 
Community. 
- 28  - PE  59.347/fin. OPINION  OF  THE  COMMI~TEE ON  AGRICULTURE 
Draftsman:  Mrs  CRESSON 
At  its meeting  of  26  and  27  September  1979  the committee  on  Agriculture 
appointed  Mrs  CRESSON  draftsman. 
At  its meeting  of  29  and  30 October  1979  the committee 'considered  the 
draft  opinion  and  adopted it unanimously. 
Present:  Sir Henry  Plumb,  chairman;  Mrs  cresson,  draftsman;  Mr  Arfe 
(deputizing  for  Mr  Hauenschild),  Miss  Barbarella,  Mr  Battersby,  Mr  Bocklet, 
Mr  Delatte,  Mr  Davern,  Mr  Diana,  Mr  Frllh,  Mr  Gatto,  Mr  Helms,  Mr  JUrgens, 
Mr  Kirk,  Mr  Lynge,  Mr  Maher,  Mr  Newton  Dunn(deputizing  for  Mr  Provan), 
Mr  Br~ndlund Nielsen,  Mr  Papapietro,  Mr  Pranchere,  Mr  Skovmand,  Mr  Sutra, 
Mr  Tolman,  Mr  Vernimmen  and  Mr  Woltjer. 
- 29  - PE  59.347/fin. 1.  The  Commun:i.t.y' s  gen·2ralized tariff preferences  scheme  (GSP)  was 
set up  on  l  J~ly lS:7l  for  a  period of  10 years.  1980 will therefore 
mark  the  end  of a  period in which  the  Community has  enjoyed 
derogations  f;~om  Lhe  GA•rr  rules. 
2.  The  present.  proposed  regulations  submitted by  the  commission 
to the counci.l  conce:cn  ·the  detailed  rules  governing application,  for 
1980,  of the  gene;·:a l.ic.C·!d  ·tariff preferences  to processed agricultural 
products  and  :i. ,,c,,; s LdJ:.l;,;emi-manufactures  and  manufactures originating 
in developin(t  count.:ci  .  .::s. 
3.  In the  field  c-f  <;.<::;r:iculture,  they concern  a  number of processed 
agricultu~:al prod;: ,;:·:a  v;hich  come  under  Chapters  1  to  24  of the 
common  customs  ·;:·;:1r:i..f::i:'  :.nd also certain types  of tobacco,  cocoa-butter, 
soluble  coffet:-:  ana  canned  pineapple. 
4.  Briefly,  :i.n  t;'la  i.~gricultural sector  the  scheme  of generalized 
preferences  p;~ovides  for the gr:anting  of tariff concessions  for  some 
300  agricultuJ::<<l.  ~,_,_·,>cbd;s,  Generally speaking,  this  involves either 
a  par·tial  recucU.on of duties or total exemption.  The  products  of 
developing  coun·~:r:i.es  <'mter  ·the  Community without being  subject to 
quotas,  ~·Ji·th.  ·1-he  cxcc2!-'tion  of  tobacco,  cocoa--butter,  soluble coffee 
and  canned  pin,~apj::>Je.  A  safeguard clause  may be  invoked if certain 
products  are  :i.mporl:ed  in quantities or at prices  such  that they 
constitu·t.e  a  po\~:;.c·,::::t.<'J  t:h:r.eat  to similar or competing  Community 
produc·ts.  The  L\il(cX''-'  o·:'  sta'\:.es  benefi·ting  from  the  GSP  would be  118. 
The  Commissior:  pro;>osec'i  ',:o  include China  in that  list. 
5.  The  Cornmis ,; ion' s  proposals  add  little to the  SPG  arrangements  for 
1979  apat·t  frmr,  c:h2  fo~i.lowing  two  changes: 
Jn  '::hs  cu.(. of  d:.~:\.c,d  bananas the GSP  duty is reduced  from  10%  to 
6%  in  0rder  '\;(;  n:i:  c.Ct:mu:.t.  of  the particular  importance  Of  this product 
to certain  d-:sv(?i.o;:>:;.n,,  countries  in Latin America. 
As  reg<ird:;;  pn)(l.uc·(s  subject to  a.  quota,  the  Commission has 
proposed  a  ~:echn:\.<;,·, \  aw~ndment to  the  tariff system  for Virginia 
tobacco  in  ord:on:  ;:c- m·.i.b  .. gate in part the cut-back  in  the  preferential 
treatment  a.ccD~:dc";d  ;:c  hene:Ciciary countries  in the  Indian subcontinent on 
certain comrnuni  c.~T  it\c.:;:Lct.s  following  the modification of the monetary 
basis used  to  calcul<>  t;e  the  specific minimum  duty.  In order to  ensure 
better utiliza;;:;on  o.::'  t.'he  offer,  it is also proposed  to  increase  the 
reserve  proportion by raising it to  5%  of the  volume  of the quota 
(3,000  ton.-;eE  c:s  t.~;ainst  1,200  tonnes)  and  to bring  forward  to 
1  October  ':he  6<::\:c"  from  ,,,,hi.ch  Member  States will retransfer to  the 
reserve  a  ce;,:'co.in  '~'-n:'~'cc;  fLaction  of their initial quota.  Previously, 
this  date  \;,ra.s  2 ~  October  .. 
- 30  - PE  59.347/fi.n. 1 
2 
6.  As  this generalized tariff preference  scheme  should  come  into  force 
on  1  January 1980,  the  Commission wishes  to stress that it s'hould  be 
adopted at the  latest by mid-November  1979  in order ·to  comply with  the 
time  scales envisaged  by the Council's  resolution of  27  June  1974 
concerning measures  to  be  taken with  a  view  to simplifying the task of 
the  customs  administrations1 . 
7.  In  1977  the  community  imported  $9.8  thousand million worth of 
products  originating in developing countries.  Of  this total,  $3.7 
thousand million  represented  imports  of tropical products  for which 
the  Community had granted concessions  to all countries under  the GATT 
agreement.  The  GSP  represented $1.3  thousand mil!. ion:  this  is what 
the  Community had offered in the way of preferential concessions  to 
the developing  countries. 
8.  In  1978  the Community's  offer  rose to  1,230 million EUA  and  the 
It-
beneficiary countries utilized 966 million EUA  ,  i.e.  78%,  despite  the 
comm1.nit y' s  efforts to  improve  the utilization of  the  GSP.  The 
Commission  has  stated that the beneficiary countries  are still sharing 
very o.:mequally  in  the  concessions offered and  that they do  not always 
take  ndvantage of the possibilities open  to  them  in the non-sensitive 
product sector which  accounts  for  only  53% of the global community 
offer. 
9.  This  is why the conunissian is proposing  to continue its programme 
of seminars  on  how  to utilize  the  GSP  and  to  increase its efficiency by 
direct contact with the  economic  operators in the  export trade.  The 
Commission  also  proposes  to make  available  to  these operators  a  practical 
guide  an  the utilization of the  GSP  by the  beginning of  1980. 
OJ  No.  C  79,  8. 7 .1974,  p.  1 
654  million EUA  for  non-sensitive products;  312  million  EUA  for 
products  subject to  a  tariff quota. 
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of  important political issues,  particularly since next  year marks  the  end of 
the ten-year period of  the GSP's  operation. 
11.  The  European Parliament has  repeatedly called for  a  revision of the list 
of beneficiary countries to ensure that the  system does  not benefit the 
relatively rich countries at the  expense  of  the poorer.  The report and 
opinion  drawn  up  in  1978  by  Lord Reay  on behalf  of  the Committee  on 
Development  and  Cooperation  and  Mr  Cifarelli on  behalf of  the Committee  on 
Agriculture  stressed this point.  The  only major proposal for  1979  concerned 
total exemption  for  the  28  least developed countries1  from  customs  duties  on 
processed agricultural products  not subject to quantitative  limitation. 
However,  since  1971  the relative rate of development of  the beneficiary 
countries  has  been  such  that there are  now  enormous  differences between 
these countries  in regard  to development,  average  income  and  requirements. 
It would  seem to us  essential to review the operation and effects  of  the 
GSP  during  1980  and before decisions are  taken  on  a  new  GSP  which,  as 
Parliament and its Committee  on Agriculture have  constantly stressed,  must 
benefit first and  foremost  the most  impoverished  of these  countries.  Such 
a  review should  focus,  for  each beneficiary country,  on  the quantitative 
aspect  (nature  and quantities of exports,  rate of utilization of  quotas)  as 
well as  others  :  the effects of exports  on  local production,  agricultural 
development,  structure,  the nature of  the  undertakings benefiting  from  the 
exports.  Such  an  enquiry would,  in our  view,  be  in  line with Parliament's 
wish
2 
to see  certain basic social norms,  concerning,for  example,  conditions 
of work,  integrated into the  economic  development policy.  It would  mean 
analysing  the real needs  of  the developing  countries  and  of the poorest of 
them,  for which  the  scale and  nature  of  agricultural development are crucial 
factors.  The  assessment of the results  of  the  GSP  over  the  last  10  years, 
in particLlar in the field of agricultural and  processed agricultural 
products  should  be  submitted to Parliament before any reorganization of the 
GSP. 
12.  Improvements  should also be  sought  in regard to the  following 
- better administrative coordination between  the Nine,  so  that the  least 
developed countries which are getting little from  the GSP  at present may 
derive  maximum  benefit from it.  The  Committee  on Agriculture notes with 
satisfaction that measures  have  been  taken  to enable the beneficiary 
countries to  make  fuller  use  of the possibilities open to them; 
- coordination of  the policies of  the  donor  countries within the OECD; 
1 
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Afghanistan,  Bangladesh,  Benin,  Bhutan,  Botswana,  Burundi,  Central 
African Empire,  Chad,  Ethiopia,  Gambia,  Guinea,  Haiti,  Upper volta, 
Laos,  Lesotho,  Malawi,  Maldives,  Mali,  Nepal,  Niger,  Uganda,  Rwanda, 
Western Samoa,  Somalia,  Sudan,  Tanzania,  Arab  Republic  of Yemen, 
People's Democratic Republic of Yemen 
See report  by  Lord Reay referred to above  (Doc.  474/78) 
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relatinc;t  to agricultural and processed  agricultural products  and  in 
particular with  the ACP  agreements  and  the  agreements with  the 
Mediterranean  countries,  including  those which  have  applied for 
membership  of  the  Community. 
13.  The  Committee  on Agriculture wonders  about  the  reasons behind China's 
inclusion in the  list of  GSP  beneficiary countries.  It shares  the 
reservations  of  the Economic  and  Social Committee  on  this point.  It would 
like to receive  from  the Commission  a  detailed account  of the criteria for 
including China  among  GSP  beneficiaries for  the  sum  of  50m  EUA. 
The  Committee  hopes  that any proposals  made  in future regarding  the 
inclusion  of  new  countries  in the  list of beneficiaries can  be  considered 
beforehand by the responsible  committees  and  by Parliament. 
CONCLUSIONS 
14.  The  Committee  on Agriculture  : 
(a)  Welcomes  the measures  taken  to give the GSP  beneficiary countries 
easiEr access  to  information and  to enable  them  to  make  fuller  use of 
the  facilities offered; 
{b)  Has  no  reservations  or special comment  to make  on  the other proposals 
submitted  by  the  Commission; 
(c)  Asks  the  Commission  on  what  criteria it bases its decision to include 
China  in  the GSP  list,  and insists that  Parliament  be  consulted  on 
decisions  of  this kind; 
(d)  Asks  for  a  report  on  the  operation  and  results of  the GSP  to be drawn 
up and  for  the  list of beneficiary countries to be  revised to take 
account  of  the  development of  the present beneficiaries over  the  last 
10  years.  This report and  the consultation of the responsible 
committees  and  of  Parliament  must  be  completed  in  time to allow the 
new  GSP  to be  implemented  from  l  January  1981. 
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included in the  Commission's  proposals  for the  1980  GSP 
08.01  ex  B 
24.01 A  ex  I 
A  ex  II 
ex  B 
Dried bananas 
Virginia 
tobacco 
Present GSP  rate 
10% 
7%  with minimum  duty 
of 15  EUA/100  kg 
and maximum  duty 
of 45  EUA/100  kg 
community tariff guotas 
Proposed  GSP  rate 
6% 
6%  with  a  minimum 
duty of  11  EUA/100  kg 
and  a  maximum  duty 
of 45  EUA/100  kg 
Quantity  GSP  duty 
Virginia type  tobacco 
Cocoa-butter 
Soluble  coffee 
Pineapple  not  in slices 
Pineapple  in slices 
60,000 
21,600 
18,750 
45,000 
28,000 
tonnes  6% 
tonnes  8% 
tonnes  9% 
tonnes  12% 
tonnes  15% 
- 34  - PE  59.347/ann./fin. Q€INION OF  THE  COMMITTEE  ON  EXTERNAL  ECONOMIC  RELATIONS 
Draftsman:  Mrs  WIECZOREK-ZEUL 
At  its meeting of  5  October  1979  the  Committee  on External  Economic 
Relations  appointed Mrs  Wieczorek-Zeul  draftsman for  an opinion. 
It considered the draft opinion at its meeting of  22  October  1979 
and  adopted it unanimously with one  abstention. 
Present:  Sir Fred Catherwood,  chairman;  l~s Wieczorek-Zeul,  first 
vice-chairman  and  draftsman;  Mr  van Aerssen,  second vice-chairman; 
Mr  Almirante;  Mr  B¢gh,  Mrs  Carettoni Romagnoli,  Mr  Cohen  (deputizing 
for  Mr  Fellermaier},  Mrs  Dienesch,  Mr  Filippi,  Mr  Giummarra,  Mr  Edward 
Kellett-Bowman,  Mr  Lemmer,  Mrs  Lenz,  Mr  Martinet,  Mr  Pro"ut  (deputising 
for  Mr, tie  _~::ourcy Liqg). Mr  Radoux,  Mr  S.chl:nitt  .•  Mr Seeler,  Sir Peter  B.R. 
Vanneck  (deputizing for  Sir John Stewart-Clark}  &nd  Mr  Welsh. 
- 35  - PE  59.347 /fin. 1.  The  Generalized System of  Preferences  (GSP)  applied by  the European 
Community  started in  1971.  In general terms,  the  system gives 
exemption  from  customs  duties  on all industrial products  and partial 
exemption  on  some  processed agricultural products. 
I. Main  features  of  the  GSP 
2.  The  tariff preferences are generalized.  This  means  that they are 
granted by  most  industralized countries.  An  agreement  to  introduce 
a  system of generalized preferences  was  Eeached at the  second  UNCTAD 
conference  in New  Delhi  in  1968.  The  system is now  applied by  the European 
Community,  Japan,  Norway,  Finland,  Sweden,  New  Zealand,  Switzerland, 
Austria,  Canada,  the United States,  Australia and  some  East European 
countries.  However,  each of  these countries  has  its own  system  for 
implementing  the  agreement,  which  further  complicates  an  already  involved 
system.  For  this reason  the European Parliament  has  repeatedly urged 
·that these  sahemes  should be  harmonized as  far  as possible. 
3.  The  tariff preferences are  non-discr:ird.natory  which  means  that they are 
granted to all developing  countries without distinction.  These  are  the 
'Group of 77'  (so  named  because of their original  number}  which  has  mean-
,~hile grown  to approximately 120 countries.  In practice,  however,  these 
countries  may  make  very unequal  use of the tariff preferences.  So  far it 
is the  mos:t  highly developed  developing countries that have been able  to 
take  advantage of the  GSP,  while  the poorest ones  have  been  unable  to use 
some  of these  preferences  on  account of their production  structure;  their 
administrative  apparatuses also have to contend with  the  complicated nature 
of the  system.  In order to give  the  beneficiary countries  a  better insight 
into the  system,  the  Commission is preparing  a  'practical guide'  which will 
be  ready in 1980.  In addition,  courses  are being organized  for  people 
from the beneficiary countries who  are  involved in exporting.  It should 
also be  noted  that,  in practice,  it is the Latin American  and Asian 
countries which  have  most  to gain  from  the  GSP,  since they are  not  linked 
to the  community by preferential agreements  such  as  the Lome  convention or 
the  Mediterranean agreements. 
4.  The  preferences  are  autonomous,  i.e. they are  not  dependent  on 
negotiations with  the  beneficiary countries.  The  Community  lays down 
the  scheme  for each calendar year.  The  preferences relate to industrial 
products  and  processed agricultural products.  Imports  under  the  GSP  are 
subject to quotas  or ceilings set  for  each product according to  value. 
In order to put  some  restriction on  the preferences granted to the 
developing  countries in the  best competitive positions,  the  imports of a 
particular product  from  a  single developing country may  in general not 
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the ceiling set  for  that product.  ('rhis  is known  as  the  'cut-off'.) 
The  autonomous  nature  of the  system is,  however,  restricted by,  for 
exampl~,  voluntary restraint agreements. 
5.  The  preferences  are  not reciprocal,  which  means  that the beneficiary 
countries are  under  no  obligation to grant exemption  from their  own 
customs  duties. 
II.  Scope  of the  GSP 
6.  With  regard  to  the  industrial products  category,  the  Community  has 
increased its offer every year.  The  value  of goods  imported  free  of 
customs  duty during  the  first half of 1971  was  478  million u.a.;  by 
1979  this had  risen to  6,150 million  EUA.  However,  the  1979  offer 
for  certain industrial  sectors  such  as  steel  and  shoes  was  not increased. 
A  positive  feature  is that,  since  1975,  the  Community has  considerably 
reduced  the  number  of sensitive  products  for  which tariff quotas  are 
allocated  (which are  subject to  more  stringent conditions  than  the 
'ceiling') .  Finally,  it should  be  noted  that in  1978  the  28  least-
developed countries were  given  a  dispensation  under  which  customs 
duties were  not  levied  even where  the ceiling was  exceeded.  Since 
1977  these  countries  have  no  longer  been  subject to  the  'cut-off'.  In 
1979  tl,is  exemption  was  extended  to all  industrial  products,  including 
the  sensitive  ones,  with  the  sole  exception of the  textiles sector. 
7.  The  number  of processed agricultural products brought within 
8. 
the  GSP  has  considerably  increased over  the  years  from  147  in  1971 
to  310  in  1979.  The  import  opportunities of  these products  now 
represent  a  value  of  1,300 EUA.  The  increase in the  number  of  products 
after  1973  is partly the result of  the'declaration of  intent'  in which 
the  nine  Member  States  pledged  to  seek solutions for  trade problems 
which  the  enlargement  of  the  Community  would at that time  cause  for  the 
Commonwe~lth countries  in Asia.  Imports  of all the agricultural products 
included  under  the  GSP  from  the  28  least-developed countries are  now 
exempt  from  customs  duties. 
As  far  as  textiles are  concerned,  the  GSP  was  modified  last year 
to  take  account  of the  conclusion of the Multi-Fibre Agreement  (MFA) 
and  the  bilat:eral voluntary restraint agreements  and  autonomous  arrange-
ments  connected with it.  6rylo  of total  imports  in this sector were  made 
subject to quantitative restrictions.  In  1978  the  GSP  for  textiles 
grantee  exemption  to  84,000  tonnes  i.e.  5.6% of the  Community's  total 
textile  imports.  Thus  the  MFA  has  to  a  large  extent  substituted 
quantitntive  regulations  for  tariff barriers. 
offered was  increased  to  162,000 tonnes. 
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9. 
10. 
For  1980,  the last year of application,  the total value  of the 
tariff preferences set out in the  Commission proposals is 9,500 million 
EUA,  of which  approx.  1,350 million  EUA  relate to agricultural products 
and  8,150 million  EUA  to industrial products. 
The  following  points  may be  noted  in the  Commission's  explanatory 
memorandum relating to the proposals  for  1980: 
In  general it is suggested that the  proposed  scheme  is  a 
'conservative'  one  and that only  a  number  of technical  changes  have 
been  made.  The  commission  justifies this on  the  grounds  that the 
original  ten years'  cycle expires at the  end of 1980  and  that new 
guidelines will then  be  laid down. 
economic  situation. 
It also refers to the  general 
rhe  Commission  emphasizes  that the proposals  also take  account of 
the  new  situation  following  the  conclusion in May  1979  of the 
Multilateral Trade  Negotiations  (the  Tokyo  Round) ,  particularly as 
regards  more  flexible  rules  and  the granting  of new tariff concessions 
which  should benefit the developing  countries
1 
11.  In the case  of textile products,  'the Commission is presenting  for 
12. 
1980  the  same  proposal which it had presented  for  1979,  which is still 
under  discussion in the  council'
2
.  After the  Nine  agreed  a  compromise 
on  the  new  generalized system of preferences  for  the textiles sector in 
May  1979,  the  existing system was  extended  for  the  second half of 1979 
with  a  5%  increase in all tariff quotas.  The  new  system would  then 
enter into force  as  from  1  January  1980,  marking  the  adoption of the 
sensible  new principle of granting preferences  in inverse proportion 
to the  level of development of the  beneficiary countries.  For  example, 
countries like Hong  Kong  and  Romania will  be  given preferences  for  only 
2%  of their sales to the community.  Conversely,  the  percentage  for 
other developing countries could,  for  example,  be  as  high as  loryfo. 
The  Commission proposes to include the  People's Republic of China 
in the  GSP.  As  China is not  a  member  of the Group  of 77,  that inclusion 
must  be  assessed on its own  merits,  e.g.  gross national  product,  an 
economic  structure  dominated  by agriculture,  energy production,  etc. 
3 
These  show that China  must  be  considered as  a  developing country  • 
1  See Explanatory Memorandum,  Section  IV,  paragraph  1 
2 
See  Explanatory Memorandum,  Section  v,  paragraph  3 
3  See Explanatory Memorandum,  Section  V,  paragraph 4. 
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commission  points out  that it reserves  the  right  to adapt  the 
preferential offer  for  1980 if an  agreement is concluded with 
.  1.  . 
Yugoslav~a • 
The  scheme  for  1980 can,  in general,  be  approved. 
Greater  importance  would,  however,  appear to attach to the  for-
mulation of the  future guidelines  for  the  second period of application. 
The  committee  would  therefore ask  the  Commission to  answer  the  follow-
ing  questions  as  a  matter of urgency: 
(a)  Has  the  Commission carried out an evaluation of the existing 
system of preferences  for  the period of application since 
1971? 
Have  any studies been  made  as  to how  the  GSP  affects the 
production structure of the developing countries  (e.g. 
production of certain goods  solely for  expor~? 
(b)  can it name  the beneficiary countries that do  not  comply with 
the  safety at work  standards  laid down  by the  International 
Labour  Organization? 
(c)  What  form  do  the  general guidelines  for  the  second period of 
application  take? 
Do  they incorporate  new  thinking  and  proposals that are  a 
qualitative  improvement on  the existing system? 
Are  there  any  plans  to  include  new  countri.:s  in the  G.:ii?.,' 
Have  any proposals  been  made  to simplify the  system? 
(d)  What  view does it take of the proposals that imports of 
products  from certain suppliers who  invest in developing 
countries only on  account of  favourable  local  incentives 
so  as  in turn to export cheap  goods  to the  industrialized 
countries,  should in  future  no  longer be  given preferential 
access to the Community but should be  subject to the  normal 
community external tariff? 
The  Commission is also asked to  supply information on  the  follow-
ing points: 
1  See Explanatory Memorandum,  Section V,  paragraph  6 
·39  - PE  59.347/fin. (e)  Are  talks going  on  with other industrialized countries with 
a  view to bringing about  a  gradual harmonization of the 
various  schemes? 
(f)  How  does  the Commission  assess the implications of the wise 
political move  to include  China  in the  GSP  for the  economic 
structure of the  Community? 
(g)  What,  in general  terms,  will be the consequences of an 
agreement concluded with Yugoslavia  for  the  scheme  for  1980'? 
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Use  of  the generalized  system of  preferences by the main beneficiary countries  in  1977 
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